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Exchange Rates of Iran 


The Government of Iran has proposed to the Inter- 
national Monetary Fund a modification of its foreign 
exchange system as a step toward exchange stabilization 
and establishment of a unitary rate in the future. The 
Fund has agreed to the proposed change. 

Iran has maintained three foreign exchange rates: 
(1) an official rate (32.5 rials per U.S. dollar), in effect 
for governmental transactions and transactions with the 
Anglo-Iranian Oil Company; (2) a certificate rate (40 


(onsultations under the GATT 


At Torquay early in November the Contracting Parties 
to the General Agreement on Tariffs and Trade began 
consultations about recent changes in trade restrictions 
imposed by certain countries. In accordance with the 
provisions of the General Agreement, the Fund has been 
consulted by the Contracting Parties who are obliged 
to accept the Fund’s findings in all matters of fact con- 
cerning monetary reserves, balance of payments, and ex- 
change arrangements. The Fund’s report to the Con- 
tracting Parties has not been published, but references 
to it have appeared in the press. According to these 
accounts, the Fund reported that when the restrictions 
were imposed they were justified by the countries’ balance 
of payments situation; but that in the light of the present 
rate of gold and dollar earnings a progressive relaxation 
should now be undertaken by the United Kingdom, Aus- 
tralia, New Zealand, and Ceylon, but not by the other 
sterling area countries concerned—India, Pakistan, and 
Southern Rhodesia—nor by Chile. It is further stated 
that the report concedes that there was justification for 
caution in the degree of relaxation, as any serious decline 
from Britain’s present level of reserves was undesirable. 

The British Delegation has contended that the consulta- 
tions were concerned only with the intensification of 
restrictions in July 1949, and that any discussion of the 
position in 1950 should not have been undertaken in 
the Fund report or at the GATT meeting; that the Fund 
report should have been limited to fact-finding and 
thould not have expressed opinions; and that it was in 
etror in assessing the adequacy of British reserves with- 
out allowing for British current liabilities. It is reported 
that the questions involved have been remitted to a 
Working Party. 

Commenting on the Torquay discussions in the House 


of Commons on November 14, the Chancellor of the Ex- 


rials per U.S. dollar) for essential imports; and (3) a 
rate for exports, other than oil and nonessential imports, 
which has been permitted to fluctuate in a free market. 
This third rate will now be stabilized at 48.75 rials per 
U.S. dollar, and all transactions are to be directed through 
authorized banks. 

The Fund and the Iranian Government will continue 
consultations with a view to ultimate unification of the 
Iranian foreign exchange system. 


chequer explained that the restrictions had been discussed 

at the informal Commonwealth economic talks in London 

last September. Agreement had then been reached that 
the 1949 formula for the restrictions (in general, to 

75 per cent of the 1948 imports from the dollar area) 

had been rendered out of date by more recent develop- 

ments, but that a continuance of restrictions against 
dollar imports, as well as measures to increase dollar 
exports, were called for by the need to rebuild reserves. 

The Agenda of the meeting of the Contracting Parties 

also included the subject of the discriminatory aspects 
of South African import restrictions. It has been offi- 
cially announced that the Fund’s statement on this matter 
made reference to the changes in the South African 
system which the South African authorities had an- 
nounced would go into effect in 1951. The changes an- 
nounced by South Africa appear to the Fund to represent 
a welcome and substantial relaxation of discrimination, 
although complete details are not available and judgment 
cannot yet be made respecting the need for the discrimina- 
tion which will continue in effect. The Fund therefore 
suggested that a report on the aspects of a system which 
will soon no longer be in effect would be of little interest 
or practical value to the Contracting Parties. 

Sources: The Times, November 10 and 15, 1950, and 
The Economist, November 18, 1950, London, 
England; International Monetary Fund, Press 
Release, Washington, D. C., November 18, 1950; 
The Journal of Commerce, New York, N.Y., 
November 21, 1950. 


Europe 


U.K. Trade in October 


U.K. exports in October exceeded £200 million for 
the first time, and re-exports, at £9.4 million, were above 
previous records. Imports rose to £223 million, and the 
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trade deficit of £11.5 million was the smallest monthly 
figure since July 1946. The full impact of the rise in 
prices has not yet been felt on the import side. 

Exports of $70 million to North America in October 
were also a record. For the first ten months of the 
year, the provisional over-all trade deficit amounts to 
£295 million, compared with £365 million for the cor- 
responding period of 1949. 

Source: The Times, London, England, November 16, 
1950. 


U.K. Surplus in EPU 
The U.K. surplus in EPU for the month of October 


was surprisingly large, amounting to no less than 
£80 million, or US$223.9 million. For the first three 
months of operation of EPU ended in September, the U.K. 
surplus had amounted to $96 million. 

In October, other members of EPU used £4.7 million 
of their existing sterling balances. The United Kingdom 
has used up entirely its initial debit position of $150 
million, and now has a credit on the Union’s books 
amounting to $141 million. The United Kingdom will 
not receive any gold from EPU this month, as the first 
20 per cent of its quota equals $212 million. 

Source: The Times, London, England, November 17, 
1950. 





















































































































































U.K.-Russian Trade 








A contract has been signed for the delivery of 800,000 
tons of Russian coarse grains to the United Kingdom. 
Last year’s purchases were 1 million tons. Payment will 
be made in sterling. 


Source: The Times, London, England, November 7, 1950. 
EPU and the Bank of France 


Several items in the weekly statement of the Bank of 
France of October 19, 1950 showed important changes 
as a result of EPU. A net reduction of 37 billion francs 
(roughly equivalent to US$106 million) in “foreign 
holdings” resulted from the following operations: (a) 
Transfer from the Bank of France to the Stabilization 
Fund of an undetermined (but presumably substantial) 
amount of French credit balances with various foreign 
countries as of June 30, 1950. These balances, according 
to EPU arrangements, are to be settled or amortized on 
a bilateral basis within the EPU framework. The net 
increase in the item “Avances au Fonds de Stabilisation 
des Changes” (Advances to the Stabilization Fund) was 
46 billion francs. (b) Accountancy entry of the first EPU 
compensation, under which France received US$40 mil- 
lion in gold or dollars (equivalent to 14 billion francs) 
and was credited on the EPU books with US$150 million 
(roughly equivalent to 52 billion francs). Since the 
account “foreign holdings” includes not only foreign 
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currencies but also French balances with EPU, this item 
is henceforth to be denominated “Disponibilités & vue 4 
l’étranger et avoirs a l'Union Européenne de Paiements” 
(sight foreign holdings and holdings with EPU). 

The net increase in the two items was 9 billion franes 
and had its counterpart on the liability side of the bal. 
ance sheet in an increase in deposits of French and 
foreign banks and institutions. 

Sources: Bank of France, Situation hebdomadaire, (Qo. 
tober 19, 1950, and New York Herald Tribune, 
November 6, 1950, Paris, France. 


Wage Increases in France 


After the legal minimum wage in France was raised on 
August 23, 1950 (see this News Survey, Vol. III, p. 78), 
many of the lowest wages were readjusted and, in some 
cases, higher wages also were raised through collective 
bargaining. On the whole, the increase was less than 
5 per cent. 

As a result of both price increases since the end ot 
June (which have reduced the real income of workers) 
and increased productivity, a wave of wage readjust- 
ments started in October, and by early November many 
agreements had been concluded by groups of industries, 
generally without any strikes. The agreements vary 
widely. For example, coal miners on November 8 obtained 
an average of 8 per cent; bank employees on November 
10 received an increase of 6 per cent; and steel and metal 
workers on November 2 were granted increases ranging 
from 5 to 10 per cent. The wage contract usually contains 
provision for a minimum wage, which in many cases is 
slightly higher than the minimum wage guaranteed by 
law (for example, the minimum wage for metal workers 
is fixed at 81 francs per hour, while the legal minimum 
wage since August 23, 1950 has been 78 francs). The 
contract also provides for a revision of bonuses (for 
productivity, duration of services, etc.). For metal 
workers, bonuses have been increased from 6 to 12 per 
cent, in a regressive way. Under these circumstances, it 
is difficult to determine the over-all increase in the wage- 
cost for industry, but it may be estimated at some 10 
per cent. 

Sources: Le Monde, Paris, France, November 3, 9, and 
11, 1950. 


Danish Economic Policy 


The Danish Minister of Finance, Mr. Kristensen, pre- 
sented to the legislature on November 9 the first part of 
the extraordinary tax program of the new farmer-con- 
servative coalition Government. This includes increased 
taxes on high incomes amounting to DKr 50 million; im- 
creased taxation on bachelors amounting to DKr 35 mil- 
lion; a defense loan of DKr 150 million; and forced 
savings to the amount of DKr 170 million. 





fINANC 


— 


The se 


tax amo 


are at pI 
which hi 
300 mill 
amount 
that the 
parties 
measure: 
amount 
to have 
ie, a d 
DKr 50 
estimate 
taken. 
fact tha 
the golc 
Source: 


ltalian 


In vi 
sale pl 
introdu 
dustry 
a few 
notabl; 
ucts, [ 
tablish 
not to 
issued 
establi 
rolled 
accor¢ 
contre 
Actua 
gener: 
obsol 
becan 

Wi 
novat 
price. 
all st 
trodu 
outpt 
high 
free 
profi 


meet 
reas: 


basi 


sed on 
». 78), 
| some 
lective 


s than 


end ot 
rkers) 
adjust- 
many 
istries, 
| Vary 
tained 
ember 
metal 
anging 
tains 
ases is 
ed by 
orkers 
imum 

The 
s (for 
metal 
[2 per 
ces, it 
wage: 
me 10 


FINANCIAL NEWS SURVEY 


167 


eee 


The second part of the program will include a defense 
tax amounting to DKr 200 million, on which the parties 
are at present negotiating, and sales taxes, the details of 
which have not yet been disclosed, amounting to DKr 
300 million. The new taxes and loans together would 
amount to some DKr 900 million. The Minister stated 
that the Government was willing to negotiate with the 
parties outside the Government concerning these 
measures, but did not think a reduction in the total 
amount would be defensible. The Government expected 
to have an uncovered deficit in the balance of payments, 
ie., a deficit beyond what is covered by ECA aid, of 
DKr 500-600 million. For 1951, this uncovered deficit is 
estimated at DKr 800 million, unless new measures are 
taken. The gravity of the situation is illustrated by the 
fact that Denmark has already used nearly the whole of 
the gold free tranche of DKr 270 million with the EPU. 
Source: Sveriges Riksbank, Ur tidningarna, Stockholm, 

Sweden, November 8, 1950. 


ltalian Steel Prices Frozen 


In view of the steady increase since last June in whole- 
sale prices in Italy, the Government, on October 19, 
introduced a measure to control the price of steel in- 
dustry products. Prior to this action the prices of only 
a few commodities and services had been controlled, 
notably the price for wheat sold to State pools, oil prod- 
ucts, public utilities, and rents. The new measure es- 
tablishes that the maximum prices of steel products are 
not to exceed the limits fixed by two Ministerial circulars 
issued on September 3 and on October 1, 1947, which 
established a maximum price of 75 lire per kilogram for 
rolled steel, with the prices of other products varying 
accordingly. The Ministerial circulars were the last price- 
controlling measures taken on steel products after the war. 
Actually, they were never officially cancelled, but the 
general price reversal in 1947 and 1948 soon made them 
obsolete, since the ceiling prices fixed in the circulars 
became much higher than the prevailing prices. 

With the re-introduction of these circulars, one in- 
novation has been made which should strengthen their 
price-controlling effect. The ceiling prices now apply to 
all steel industry products. When the ceilings were in- 
troduced in 1947, they applied to only 60 per cent of the 
output, which had to be allocated at the ceiling prices to 
high priority manufacturers; the rest could be sold on the 
free market at higher prices, thus raising the average 
profits for the steel producers. 

The. re-introduction of these measures is expected to 
meet considerable opposition in industrial circles for two 
reasons. The prevailing price of scrap, which is one of the 
basic raw materials of Italy’s steel production, has risen 
very sharply in the last few months, so that it is now 


almost three times the 1947 price; industrial wages have 

increased since 1947 by more than 10 per cent. 

Sources: Gazzetta Ufficiale della Repubblica Italiana, 
Rome, Italy, October 19, 1950; J1 Commercio 24 
Ore, Milan, Italy, October 27, 1950. 


New Loan Flotation in Italy 


A new 5 per cent long-term Italian Treasury bond 
issue is expected to come on the market on January 2, 
1951, priced at 97.50 per 100 lire. This issue is intended 
to finance extraordinary government expenditures, in- 
cluding 50 billion lire for military defense. In addition, 
about 15 billion lire will be for strengthening the internal 
security forces for the coming year and another 1.5 bil- 
lion lire for fire-fighting facilities. Other extraordinary 
expenditures, which have been approved and which 
should be financed by the bond issue, cover railway 
construction, land reclamation, funds for IRI (the state- 
owned industrial holding company), improvement pro- 
grams for coal fields, and production of Sicilian sulphur. 
While specific figures for these nonmilitary expenditures 
have not yet been decided, some 90 billion to 93 billion 
lire has been estimated as an over-all supplemental in- 
vestment, in addition to that already allocated in the 
regular budget. 

Source: Economic News from Italy, New York, N.Y., 
November 10, 1950. 


German EPU Credit 


On November 14, the Organization for European 
Economic Cooperation (OEEC) in Paris voted to extend 
to Western Germany an EPU credit of $120 million, as 
recommended by the EPU management committee (see 
this News Survey, Vol. III, p. 160). The Economic Co- 
operation Administration (ECA) is reported to have re- 
jected a recommendation by the OEEC that it lend $30 
million to Western Germany to aid it in its present foreign 
exchange difficulties. 

Source: The Wall Street Journal, New York, N.Y., No- 
vember 16, 1950. 


West German Exports 


Total German exports during the July-September quarter 
reached a postwar quarterly high of $515.5 million, ac- 
cording to a High Commission report on German trade. 
This figure was 44.6 per cent above that for the January- 
March quarter, and 22 per cent above that for the April- 
June quarter. Exports to the United States in the third 
quarter were $27.7 million. Since imports from the 
United States were $101.9 million, the deficit was sizable, 
but it was the lowest quarterly deficit since the end of 
the war. During the July-September quarter, the largest 
recipients of German exports were the Netherlands ($70.2 
million), France ($43.1 million), Belgium-Luxembourg 
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($40.8 million), Switzerland ($33.0 million), Sweden 
($31.2 million), Denmark ($29.9 million), Italy ($29.0 
million), and the United States. 

With German exports now at a rate of $175 million a 
month, High Commission trade officials predicted that 
Western Germany will export more than $2 billion worth 
of goods during the fiscal year 1950-51, nearly twice as 
much as in 1949-50. As favorable factors for the develop- 
ment of exports they cited increased German production, 
ECA aid, and the present world situation which supports 
and increases the demand for machinery, coal, and tex- 
tiles, Germany’s leading exports. 

Source: New York Herald Tribune, Paris, France, No- 
vember 13, 1950. 


German Coal Allocation 


A small surplus of European coal supplies was achieved 
in the first six months of 1950, but a shortage has now 
developed in Western Europe as a result of the rearma- 
ment boom. This had to be taken into account when the 
International Ruhr Authority was faced in the middle of 
October with the task of allocating German coal for ex- 
ports and German home consumption for the final quarter 
of 1950. While foreign countries had presented demands 
for 7.4 million tons of German coal for that quarter and 
the German authorities at first had offered to export 6.9 
million tons, the German offer was reduced early in 
October to 5.8 million tons. The Ruhr Authority never- 
theless decided to instruct the German authorities to set 
aside 2.3 million tons for October exports, i.e., one third 
of the amount originally offered by Germany for the 
whole quarter. A decision on future allocations was 
temporarily deferred. 

Coal consumption in Germany has been rising rapidly 
with the steady increase of steel production which reached 
an annual rate of about 12 million tons during the last 
three months, compared with an annual rate of 8 million 
tons at the beginning of the year. At the same time 
coal production has remained far below the expected 
level. The German mines administration had forecast 
390,000 tons per day as the probable end-of-the-year rate, 
but daily output in August was 350,000 tons and is now 
362,000 tons. The decrease is attributed mainly to the 
loss of some 4,000 workers who have left the coal mines 
for better pay or easier jobs in other industries. An 8 
per cent increase of wages, which is soon to take effect, 
is expected to attract workers back to the coal mines and 
to provide an incentive for increased production. 

The coal shortage is aggravated by the curtailment of 
Polish shipments to the West. Tentative offers of higher 
prices have brought no increase in Polish exports to 
Western European countries. 


Source: New York Herald Tribune, Paris, France, No- 
vember 6, 1950. 


Poland’s Trade Agreement with Sweden 

Under the one-year trade agreement concluded by 
Poland and Sweden on November 1, Poland’s exports to 
Sweden, valued at SKr 245 million, will include 3 million 
tons of coal (with the option given to Sweden to obtain 
an additional 500,000 tons), sugar, maize, chemicals, 
salt, textiles, and iron. Imports from Sweden, which will 
amount to SKr 190 million, are divided into (1) current 
imports valued at SKr 100 million and comprising iron 
ore, iron and steel goods, machines, pulp, tanning ex. 
tracts, and fish, and (2) investment imports comprising 
mostly machines purchased according to the 1947 long. 
term agreement with Sweden. The difference between 
Polish exports and imports will be used to repay an ac. 
cumulated debt in Sweden. 

The price of Polish coal has been increased in the 
agreement by about $2 per ton, but a discount of 5 to 15 
per cent will be granted on coal shipped before the end 
of 1950. A part of Polish coal deliveries will be paid 
in sterling. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
November 7, 1950. 


Middle East 


Note Issue in Egypt 


The note issue in Egypt amounted to LE169 million 
in September 1950, compared with LE149 million in 
September 1949 and LE144 million in September 1948. 
The increase has given rise to great misgivings, although 
the Finance Minister has declared that it was normal and 
that the position of the Egyptian currency was entirely 
sound. He attributed the increase to the great rise in 
cotton prices, which are 40 per cent higher than they were 
last season on account of the improved foreign demand. 
Normally, the months after September show a consider- 
able increase in the note issue, but this year the increase 
came in September because the cotton crop was financed 
early. 

Under present legal requirements, the note issue can- 
not rise above LE188 million. In view of the rapidly 
mounting demand for notes, the National Bank asked the 
Government to raise this ceiling by LESO million, and the 
Government has prepared an interim bill to that effect. 
If this bill is approved, it will remain in force until the 
final conversion of the National Bank into a Central Bank. 
The new measure will then be superseded, as the Central 
Bank will have power to issue Treasury bills up to LE100 
million to be used as note cover for the financing of 
cotton. The bill providing for the conversion of the 
National Bank into a Central Bank still awaits Parliamen- 
tary sanction. 

Sources: Al Ahram, Cairo, Egypt, October 24 and Nov- 
vember 6, 1950. 
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thanges in Egyptian Company Law 

Egypt’s Ministry of Trade and Industry has worked 
git a draft bill amending the present law governing the 
formation of limited share companies, under which 51 
yer cent of the share capital of companies has to be held 
by Egyptians (see this News Survey, Vol. III, p. 19). It 
snow proposed that power be given to the Ministry to 
jx the percentage of capital to be held by Egyptians, 
yeording to the nature of the enterprise and the need 
for funds. A minimum of 25 per cent, however, is laid 
down for companies operating public services. The new 
provisions will not be applicable to companies already 
in existence, but they will be taken into consideration if 
m old company proposes to increase its capital. 
Source: Agence Economique et Financiére, Paris, France, 

October 27, 1950. 


xchange Control in Lebanon 

The Government of Lebanon has abolished all restric- 
tions on “nonresidents’ ” accounts. Nonresidents can now 
open accounts in any of the local banks of Lebanon and 
we these accounts in the country for any purpose they 
choose or have them transferred abroad without any 
restrictions or controls. The Finance Minister has de- 
dared that the new measure aims at strengthening public 
confidence in the Beirut market and encouraging foreign 
investments, especially of Lebanese emigrants. 
Source: Le Commerce du Levant, Beirut, Lebanon, No- 

vember 11, 1950. 


Swedish Loan to Israel 


The Israeli National Bank has announced that, after 
negotiations lasting ten months, it has been granted by 
Sweden a five-year loan of $6 million, with interest at 
35 per cent. The loan will be used for purchasing— 
mainly in Sweden—foodstuffs, raw materials, machinery, 
prefabricated houses, and building materials. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, November 14, 1950. 


(ommercial Policy in Iran 


The Prime Minister of Iran has announced that his 
country will aim at increased exports by giving special 
bonuses to exporters. He hopes that exports for 1950-51 
vill amount to US$60 million. Imports are to be reduced 
by prohibiting the import of goods which can be produced 
inlran. Foreign private capital is to be given guarantees 
of repatriation of both capital and profits, and also 
guarantees of compensation by the Government if un- 
toward events should lead to the loss of capital. 

Source: Ettéla’at, Teheran, Iran, November 14, 1950. 


rano-German Monetary Agreement 


According to a new trade agreement between Western 
Germany and Iran, trade between the two countries, 


which since the end of the war has been either on a 
barter basis or against dollars, will in future be in 
German or Iranian currency, both countries having agreed 
to hold balances of each other’s currency for clearing 
purposes. 

Source: Ettéla’at, Teheran, Iran, November 1, 1950. 


Far East 


Indian Export Duties 


The Government of India has raised the export duty 
on raw cotton from 100 rupees to 400 rupees per bale 
of 400 pounds, and has imposed new export duties on 
cotton waste at 50 per cent ad valorem and on raw wool 
at 30 per cent ad valorem. The ban on exports of raw 
wool imposed early in August this year has been lifted; 
licenses for exports up to 15 million pounds will be 
issued. 

Sources: The Journal of Commerce, New York, N. Y., 
November 10, 1950; The Financial Times, 
London, England, November 13, 1950. 


Indian Cotton Textile Exports 


In the first six months of 1950, India exported 524 
million square yards of cotton textiles. This figure is 
considerably higher than Japan’s exports of 378 million 
square yards and Britain’s exports of 394 million. Re- 
cently, India has for the first time been shipping large 
quantities of cotton sheetings to the United States. These 
sheetings are said to be the lowest priced in the world 
market for goods of similar quality and construction. 
Sources: The Financial Times, London, England, No- 

vember 4, 1950; The Journal of Commerce, 
New York, N. Y., November 13, 1950. 


Burma’s Textile Imports 


The Government of Burma issued in October an Open 
General License for imports of lower grades of cotton 
textiles from Japan, to encourage such imports with a 
view to balancing, as far as possible, Burma’s trade with 
Japan under the terms of their trade agreement. The 
license will be valid to December 31, 1950. During the 
year, Japan has made heavy purchases of Burmese rice. 
Source: Department of Commerce, Foreign Commerce 

Weekly, Washington, D. C., November 13, 1950. 


Malayan Rubber Export Duty 


The present 5 per cent ad valorem export duty on 
Malayan rubber is to be replaced as of January 1, 1951 
by a duty based on a new sliding-scale formula. The 
duty will be 3 cents when rubber costs 60 Malayan cents 
a pound; it will reach 18 cents when the cost is 120 
cents a pound; and 82 cents when the cost is 200 cents. 
The price used for assessing the duty will be that realized 
during the preceding quarter but one. Thus during the 
first quarter of 1951, the duty will be 20% cents per 
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pound, which is based on an average price of 126.7 cents 

in the third quarter of 1950. 

Sources: The Times, London, England, November 6 
and 7, 1950. 


Malayan Budget 

Malaya is now expected to have a budget surplus of 
32 million Malayan dollars in 1950. Previously a heavy 
deficit had been expected, but receipts from export 
duties on rubber and tin have been particularly large in 
recent months. The estimates for 1951 provide for ex- 
penditures of 440 million Malayan dollars and revenues 
of 367 million. These estimates take no account of the new 
rubber duty or of any grant from the United Kingdom. 
Source: The Times, London, England, November 8, 1950. 


Taiwan's Record Rice Crop 

Taiwan’s rice production this year is expected to ex- 
ceed by a substantial margin the goal of 1.4 million 
metric tons that had been set for 1950, and to reach 
a new record figure. Last year 1.2 million tons were pro- 
duced, and in 1945, 639,000 tons. 
Source: Chinese News Service, Press Release, New York, 

N.Y., November 7, 1950. 


Japanese 1951 Budget Estimate 

The Japanese Cabinet approved on September 20 a 
draft budget plan for the fiscal year 1951 (April 1951 
to March 1952), with total expenditures of 598 billion 
yen and total revenue of 673 billion yen. The expendi- 
tures figure is about 10 per cent lower than that of the 
current year. This reduction is made possible by a cur- 
tailment of subsidies, based on the so-called “Dodge 
Plan” adopted since 1949 for balancing the budget. In 
the immediate prewar years, a substantial portion of 
the national budget was for government subsidies to 
increase the production of key materials and maintain 
the low price system. Such subsidies represented 24 per 
cent of total expenditures in 1949, and 14 per cent in 
1950; they have been cut further, to 5 per cent, in 1951. 
The 1951 subsidies are primarily for foodstuff imports. 
Expenditures for public works, on the other hand, have 
been increased slightly. Equalization grants are to be 
paid to the local governments from and according to 
the size of the budget surplus. 

Source: Toyo Keizai Shimpo, Tokyo, Japan, September 

30, 1950. 


Government Finance in Indonesia 
Indonesia’s revenue from taxes, customs, and excise 
duties in the first seven months of 1950 was 1.2 billion 
rupiah, more than double that of the corresponding 
netiod of 1949. From August 30 to September 26, 1950, 
the Java Bank’s advances to the Government increased 
by 90.6 million rupiah, and currency in circulation 

increased by 89.9 million rupiah. 
Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., November 13, 1950. 
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Philippine Action on Bell Mission Report 


The public and official reaction in the Philippines to 
the report of the U.S. Economic Survey Mission (the 
Bell Mission; see this News Survey, Vol. III, p. 141) 
has been generally favorable. The initial reluctance to 
accept American supervision of the proposed aid, on the 
ground of possible infringement of sovereignty, has ap. 
parently diminished. 

The official acceptance of the report is embodied in an 
agreement signed by President Quirino and ECA ad. 
ministrator W. C. Foster on November 14. The Philippine 
Government has agreed to formulate without delay a 
legislative program covering tax legislation to balance 
the budget and reduce the inequities in the present tax 
system, minimum wage legislation for agricultural labor, 
and a joint resolution by the Philippine Congress de- 
claring it to be the policy of the Congress to implement 
speedily the various reforms and measures recommended 
in the report. The agreement also provides that the U.S. 
Government will supply technical advisors to the Philip. 
pine Government, and that, in consideration of the 
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STAFF PAPERS 


The second number of Volume I of Staff Papers | 
has now been published. The subjects covered in- 
clude “Inflation in Latin America,” “The Soviet 
Price System and the Ruble Exchange Rate,” “Some 
Economic Aspects of Multiple Exchange Rates.” 
The papers have been written by members of the 
Fund staff, but they do not necessarily express the 
policy or views of the Fund, its Executive Board, 
or its officials. 

Volume I will consist of three issues. Subscription, 
$3.50. Single issue, $1.50. 


BALANCE OF PAYMENTS YEARBOOK 
1948 
AND PRELIMINARY 1949 


This second Yearbook contains balance of pay- 
ments statements for 58 countries and for Europe 
and Latin America. The first Yearbook, published 
in 1949, covers 51 countries and Europe and Latin 
America. The data in both peementiene are compiled 
in such a way as to facilitate country-by-country 
comparisons. 

Price for each Yearbook: $5.00 for library buck- 
ram bound volume and $4.00 for paper bound volume. 


INTERNATIONAL FINANCIAL STATISTICS 


Statistics on all aspects of international finance 
for most of the countries in the world are contained 
in this publication. It is available monthly by 
subscription, and will be sent by either regular mail 
or air mail throughout the world. For rapid de- 
livery to European subscribers, each issue is printed 
in Paris as well as in Washington. 

About 200 pages, monthly. Subscription, $5.00. 
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Subscriptions for all above publications may be 
paid at approximately equivalent prices in currencies 
of most countries. 
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Philippine determination to act promptly on the proposed 

program, the President of the United States will recom- 

mend to the U.S. Congress an appropriation of $250 

million for the Philippines, to be.disbursed over a period 

of several years. 

Sources: Far East Trader, November 13, 1950, and The 
Journal of Commerce, November 17, 1950, 
New York, N.Y. 


United States and Canada 


U.S. Business Developments 


The value of all goods and services produced in the 
United States reached an annual rate of $284 billion in 
the third quarter of 1950, compared with $270 billion 
in the second quarter. About one third of the third 
quarter increase reflected higher prices. Important fac- 
tors in the higher production were the increases of $13 
billion (annual rate) in consumer purchases and of $5 
billion in business expenditures for plant and equipment. 
Defense spending, including foreign military aid and 
stockpiling, rose only $2 billion. Part of the increased 
demand was met by an inventory shift from accumulation 
at the rate of $3.5 billion to liquidation at the rate of 
$1.5 billion, and by a continued increase in imports. 

In October, a levelling off in the rate of industrial 
expansion is indicated. The index of industrial produc- 
tion, which had risen from 196 per cent of the 1935-39 
average in July to 211 in September, increased only to 
213 in October. Total non-agricultural employment, 
seasonally adjusted, increased by less than 100,000, fol- 
lowing much larger increases in August and September. 

The number of new residential housing units started 
in construction was about 103,000 in October, or 10 per 
cent less than in September. Much of this decline was 
seasonal. The recently imposed credit regulations are 
not expected to have much effect on actual construction 
for several months. In the first ten months of 1950, the 
1,209,000 new residential units started were 42 per cent 
more than in the corresponding period of 1949. 

Following the continuation of hostilities in Korea 
late in October, wholesale prices of leading commodities 
resumed their rise and by mid-November had reached 
new high levels. The average of all wholesale prices 
was 171.1 per cent of the 1926 average during the week 
ended November 14; this was one half per cent above the 
previous high in August 1948 and almost 9 per cent 
above levels prior to the beginning of hostilities in 
Korea. 

Source: The Wall Street Journal, New York, N.Y., 
November 18, 20, and 21, 1950. 


U.S. Cotton Export Quota 


The quantity of cotton available for export from the 
United States, which had been reduced on October 10 


to a total of 2 million bales for the period August 1, 
1950-March 31, 1951 (see this News Survey, Vol. II, p. 
130), has now been raised to 3,496,000 bales. When an- 
nouncing this change, the Secretary of Agriculture stated 
that the decision was based upon improved prospects 
for the quantity and quality of the 1951 crop as a result 
of favorable weather conditions since the earlier an- 
nouncement. Following the recent announcement, cotton 
futures rose sharply to the daily limit of $10 per bale, 
as buyers anticipated an intensification of the short 
supply situation. 

Source: The Wall Street Journal, New York, N.Y., 

November 10, 1950. 


Canadian Revenues and Expenditures 


Revenues of the Canadian Federal Government: for 
October exceeded expenditures by $67 million, bringing 
the cumulative budgetary surplus for the first seven 
months of the fiscal year to $363 million, compared 
with $304 million in the same period last year. Total 
expenditures for October of $187 million compared with 
$177 million in October 1949; the primary explanation 
of the rise is a $9 million increase in defense spending. 
Revenues for October, at $254 million, compared with 
$202 million for October of last year; corporation and 
personal income tax receipts rose $28 million. (All 
figures in Canadian dollars.) 

Source: Government of Canada, Office of the Comptrol- 
ler of the Treasury, Statement of Revenues and 
Expenditures, Ottawa, Canada, October 1950. 


Latin America 


Mexican Cotton Exports 


Effective October 31, 1950, cotton exports are prohib- 
ited by the Mexican Government, pending a study of 
the cotton stocks available. The prohibition is temporary. 
Once the stock position is known, exports will be allowed 
for any surplus cotton in excess of domestic needs. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., November 13, 1950. 


Mexico-El Salvador Trade Agreement 


The existing most-favored-nation trade agreement be- 
tween El Salvador and Mexico has been extended for 
one year. 

Source: Diario Oficial, San Salvador, El Salvador, 
October 9, 1950. 


Fiscal Situation in Venezuela 


A summary published by the Ministry of. Finance 
indicates that Venezuela’s total revenue in the fiscal 
year 1949-50 was 1,889 million bolivares. Cash funds 
in the Treasury at the beginning of that period amounted 
to 378.5 million bolivares. 
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During 1949-50 expenditures were 1,984.6 million 
bolivares; 123.9 million were payments authorized by 
the 1948-49 budget and 1,860.7 million were 1949-50 
budget expenditures. The resources available on June 
30, 1950 were therefore 282.9 million bolivares. 

Source: Ministry of Finance, Ejecucién del Presupuesto 
1949.50, Caracas, Venezuela, July 1950. 


Export-Import Bank Credit to Argentina 


The contract for a $125 million credit extended by 
the Export-Import Bank to a group of Argentine banks, 
which was announced last May (see this News Survey, 
Vol. II, p. 34), was signed on November 13, 1950. The 
credit was extended to liquidate Argentina’s debts to 
U.S. exporters. The agreement defines “past-due obliga- 
tions” as those which were due and unpaid on May 15, 
1950. The Central Bank of Argentina has guaranteed 
the credit, and in the event that the $125 million is not 
sufficient to liquidate the eligible obligations, the Central 
Bank has committed itself to supply the necessary addi- 
tional dollars. 

Such arrears as remittances of earnings, dividends, 
interest, etc, are not to be paid out of the credit. In 
this connection, the Argentine Finance Minister an- 
nounced on August 28, when the exchange system was 
modified (see this News Survey, Vol. III, p. 65), that 
these arrears would be settled as soon as the available 
foreign exchange permitted, and that remittances of earn- 
ings up to 5 per cent of investments would be allowed. 
The procedure to be followed for the payment of com- 
mercial claims requires that creditors file a statement 
of claims with the Special Commission of the Banco 
Central de la Republica Argentina in Washington. 

The outstanding commercial dollar obligations eligible 
for liquidation fall into three general groups: (1) those 
due commercial banks in the United States arising from 
transactions under commercial bank letters of credit 
issued by these banks at the instance of their branches 
or correspondents in Argentina; (2) those due U.S. 
exporters of goods to Argentina which are evidenced by 
bills of collection placed by the exporters with their 
commercial banks in the United States for collection; 
and (3) those due exporters in the United States of 
goods to Argentina which are evidenced by open account 
or other arrangements between the exporter and im- 
porter without any intervention of e commercial bank in 
the United States. These transactions include bills for 
collection forwarded directly by exporters to commercial 
banks in Argentina. 

Sources: The Wall Street Journal, November 14, 1950, 
and The Journal of Commerce, November 14, 
1950, New York, N.Y. 


Argentine Grain Export and Crop Prospects 


Argentine grain exports in July-September amounted 
to approximately 998,000 metric tons, compared with 
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721,000 tons during the corresponding quarter of 1949, 
Most of the wheat and rye exported this year has gone 
to Brazil, Italy, and India, and most of the coarse grains 
(corn, oats, and barley) to the United Kingdom, the 
Netherlands, France, and Switzerland. 

The prospects for the 1950-51 wheat crop are good; 
the crop is estimated at about 230 million bushels, 4 
per cent larger than the 1935-39 average. The seeded 
acreage is unofficially estimated at about 16.5 million 
acres, 20 per cent more than last year. This increase 
is attributed to the Government’s early announcements of 
higher prices for wheat growers. 

Small increases are also anticipated in the seeded 
acreage for barley, oats, and rye, but as a large part 
of these crops is normally used for livestock feed, it is 
too early to estimate the export surplus. The new official 
price (paid by the Trade Promotion Institute to pro- 
ducers) for oats is 31 per cent higher, and for rye 27 
per cent higher, than the price paid for the 1949-50 crop, 

Because of labor and machinery shortages, no appre 
ciable acreage increase is expected for corn. The price 
for the new season is 45 per cent higher than that paid 
for the crop harvested last year. 

Sources: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., October 30 and 
November 6, 1950. 





Fund Alternate Directors 


Mr. Nenad Popovic, Executive Director of the Fund 
representing Yugoslavia, Turkey, Ceylon, and Thailand, 
has appointed as his Alternate Mr. W. D. Gunaratna, 
Counselor and Chargé d’Affaires Ad Interim for the 
Embassy of Ceylon. Mr. Martinez-Ostos, Executive 
Director representing Mexico, Colombia, Cuba, Vene- 
zuela, Costa Rica, Ecuador, Guatemala, El Salvador, and 
Panama, has appointed as his Alternate Mr. Rodrigo 
Facio, formerly a member of the Executive Board of the 
Banco Central of Costa Rica. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 














